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Carbon Offsets.

Request for Comment 24. If a registrant has used carbon offsets or RECs, should we require the
registrant to disclose the role that the offsets or RECs play in its overall strategy to rediice its net
carbon emissions, as proposed? Should the proposed definitions of carbon offsets and RECs be
clarified or expanded in any way? Are there specific considerations about the use of carbon offsets or
RECs that we should require to be disclosed in a registrant’s discussion regarding how climate-
related factors have impacted its strategy, business model, and outiook?

Question 173. If a registrant has used carbon offsets or RECs, should we requive the registrant to
disclose the amount of carbon reduction represented by the offsets or the amount of generated
renewable energy represented by the RECS, the source of the offsets or RECs, the nature and location
of the underlying projects, any registries or other authentication of the offsets or RECs, and the cost
of the offsets or RECs, as proposed? Are there other items of information about carbon offsets or
RECs that we should specifically require to be disclosed when a registrant describes its targets or
goals and the related use of offsets or RECs? Are there proposed items of information that we should
exclude from the required disclosure about offsets and RECs?

ISS generally supports the disclosure by a registrant of the role of offsets and RECs in
reducing its net carbon emissions because it can help investors gain useful information about
the registrant’s strategy, including the potential risks and financial impacts. As the
Commission states, “A registrant that relies on carbon offsets or RECs to meet its goals might
incur lower expenses in the short term but could expect to continue to incur the expense of
purchasing offsets or RECs over the long term.”

In particular, we believe the quantitative disclosure should be complemented by qualitative
disclosure that explains what projects the offsets are connected to, the related timeline and
whether they are leading to emissions avoided or emissions reduced. In general, ISS
welcomes and is encouraged by the work of the SEC and the Commodity Futures Trading
Commission (CFTC) to increase confidence in the carbon offsets market.

For largely the same reasons, ISS also supports the proposed requirement that registrants
disclose information about an internal carbon price, if one is used, including the related
methodology (Question 26). Again, this is consistent with the 2021 TCFD guidance.’

" TCFD Guidance on Metrics, Targets, and Transition Plans (October 2021), hitps://assets bbhub io/company/sites/60/2021/07/2021-
Metrics Targets Guidance-1 pdf
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Safe Harbors, Liability Protections, and Compliance Dates.

SEC Request for Comment 28. To the extent that disclosure that incorporates or is based on an
internal carbon price constitutes forward-looking information, the PSLRA safe harbors would apply.
Should we adopt a separate safe harbor for internal carbon price disclosure? If so, what disclosures
should such a safe harbor cover and what should the conditions be for such a safe harbor?

ISS supports the Commission’s clarification that the PSL.RA safe harbors would extend to
any forward-looking information included in a registrant’s climate risk disclosures. We
believe this step is appropriate because it recognizes the challenges of climate-related risk
reporting and will encourage good faith efforts and more complete disclosures by companies.

Questions 133, 134. Should we provide a safe harbor for Scope 3 emissions disclosure, as proposed?
Is the scope of the proposed safe harbor clear and appropriate? For example, should the safe harbor
apply to any registrant that provides Scope 3 disclosure pursuant to the proposed rules, as proposed?
Should we define a ‘ fraudulent statement,”’ as proposed? Is the level of diligence required for the
proposed safe harbor (i.e., that the statement was made or reaffirmed with a reasonable basis and
disclosed in good faith) the appropriate standard? Should the safe harbor apply to other climate-
related disclosures, such as Scopes 1 and 2 emissions disclosures, any targets and goals disclosures
in response to proposed Item 1505 (discussed below), or the financial statement metrics disclosures
required pursuant to Proposed Article 14 of Regulation S—X? Should the safe havbor apply
indefinitely, or should we include a sunset provision that would eliminate the safe harbor some
number of vears, (e.g., five vears) dafter the effective date or applicable compliance date of the rules?
Should the safe harbor sunset after certain conditions are satisfied? If so, what types of conditions
should we consider? What other approaches should we consider? Should we clarify the scope of
persons covered by the language “‘by or on behalf of a registrant’’ by including language about
outside reviewers retained by the registrant or others?134. Should we provide an exemption from
Scope 3 emissions disclosure for SRCs, as proposed? Should the exemption not apply fo a SRC that
has set a target or goal or otherwise made a commitment to reduce its Scope 3 emissions?

ISS generally supports the proposed safe harbor for Scope 3 emissions disclosure. As noted
in our response to Question 28, we believe that by providing these protections, the
Commission would be responsive to issuers’ concerns around legal liability and would
encourage more fulsome reporting that keeps pace with market developments. Similarly, we
generally support the proposed exemption for SRCs.

In general, we agree that it would be beneficial for the Commission to clarify language about
the use of outside reviewers in the context of the safe harbor.

Some have suggested that the Commission consider introducing a non-enforcement policy for
the first few years of Scope 3 reporting. ISS recognizes the potential benefits of creating this
on-ramp for incentivizing companies to provide greater disclosure, especially given that data
and methodologies are still evolving. We also note that a Commission study timed to test the
appropriateness of this policy would be another helpful step. The Commission could decide
to remove the safe harbor when it determines the accompanying accounting practices are
well-established and tested.

Questions 197 and 198. Should we provide djfferent compliance dates for large accelerated filers,
accelerated filers, non-accelerated filers, or SRCs, as proposed? Should any of the proposed
compliance dates in the table above be earlier or later? Should any of the compliance dates be earlier
so that, for example, a registrant would be required to comply with the Commission’s climate-related
disclosure rules for the fiscal yvear in which the rules become effective? 198. Should we provide a
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compliance date for the proposed Scope 3 emissions disclosure requirements that is one yeay later
than for the other disclosure requirements, as proposed? Should the compliance dates for the Scope 3
emissions disclosure requirements be earlier or later? Should the compliance date for the Scope 3
emissions disclosure requivements depend upon whether the registrant is a large accelerated filer,
accelerated filer, or non-accelerated filer?

ISS supports the proposed requirement to provide different compliance dates for different
filers and, if the Commission proceeds as proposed, a one-year transition period for Scope 3
emissions disclosure relative to Scopes 1 and 2 disclosures. The phase-in period is an
appropriate and thoughtful approach in both cases given the significance of proposed
reporting requirements. The extended and staggered compliance dates set the expectation of
Scope 3 reporting at a future date while providing registrants additional time to develop, test,
and implement relevant policies and procedures.
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ISSB and Alternative Reporting Models.

SEC Request for Comment 189. An International Sustainabilitv Standards Board (ISSB) has recently
been created, which is expected to issue global sustainability standards, including climate-related
disclosure standards. If we adopt an alternative reporting provision, should that provision be
structured to encompass veports made pursuant to criteria developed by a global sustainability
standards body, such as the ISSB? If so, should such alternative reporting be limited to foreign
private issuers, or should we extend this option to all registrants? What conditions, if any, should we
place on a registrant’s use of alternative reporting provisions based on the ISSB or a similar body?

Given most of our clients are global investors, timely, comprehensive, and comparable
disclosure is of material importance to them and, by extension, to ISS. Global corporate
reporting on ESG risk has improved over the last several years, but there remain significant
regional differences and disclosure gaps. The parallel development of reporting requirements
in different markets only increases the potential for fragmentation of corporate reporting. We
therefore welcome regulatory initiatives that seek to improve company ESG reporting and to
harmonize reporting globally.

For these reasons, ISS generally supports the Commission adopting an alternative reporting
program for foreign private issuers so long as the reporting regime is consistent with and
aligns with the rigorous standards of the Commission.

In general, ISS would support the adoption by the Commission of an alternative reporting
provision developed by a standards body such as the ISSB to foreign private issuers, as it has
the potential to reduce the reporting burden for companies and facilitate global reporting
comparability. That said, we recognize financial market participants are commenting on the
Proposed Rule concurrently with commenting on the ISSB exposure drafts and EFRAG
exposure drafts on Draft European Sustainability Reporting Standards (ESRS). It is early in
the process and commenters have raised important questions about the governance of the
ISSB and regional enforcement mechanisms.

Therefore, we would encourage the Commission to continue engaging with the ISSB and the
International Organization of Securities Commissioners (IOSCO) to encourage
interoperability of sustainability standards and ensure that the Commission is comfortable
with the ISSB work on sustainability reporting standards.
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Inline XBRL and Digital Tagging of Climate-related Disclosures.

SEC Request for Comment 190. Should we require registrants to tag the climate-related disclosiires,
including block text tagging and detail tagging of narrative and quantitative disclosures required by
Subpart 1500 of Regulation S-K and Article 14 of Regulation 5-X in Inline XBRL, as proposed?
Should we permit custom tags for the climate-related disclosures?

ISS supports requiring registrants to tag climate-related disclosure, as proposed. As
mentioned earlier, ISS would also support the development of guidance to help define a list
of tags. This will help foster transparency, efficiency, and comparability.

Question 191. Should we modify the scope of the proposed climate-related disclosures required to be
tagged? For example, should we only require tagging of the quantitative climate-related metrics?

ISS welcomes the Commission’s proposed scope of tagging all climate-related disclosure.
Tagging of all disclosure, as opposed to only quantitative metrics, expedites aggregation,
filtering, and synthesis of corporate reporting in addition to making the reporting more
accessible and usable in the first place.

Question 193. Should we require issuers to use a different structured data language to tag climate-
related disclosures? If so, what structured data language should we require? Should we leave the

structured data language undefined?

ISS would respectfully request the Commission require use of Inline XBRL, which is
familiar and welcome for most consumers of financial reporting.
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